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Department of Financial and Professional Regulation
Division of Insurance

> IN THE MATTER OF
@  THE EXAMINATION OF
OXFORD LIFE INSURANCE COMPANY

E
2721 NORTH CENTRAL AVENUE
PHOENIX, ARIZONA 85004

MARKET CONDUCT EXAMINATION WARRANT

I, the undersigned, Director of Insurance of the State of [llinois, pursuant fo
ctions [31.21,7132, 401, 402, 403 and 425 of the Hlinois Insurance Code

3 Se¢
' %‘2 15 ILCS 5/131.21, 5/132, 5/401, 5/402 and 5/425) do hereby appoint David
Bradbury. Examiner-In-Charge, Mike Hager, Pat Hahn and associates as the
) proper persons (o examine the insurance business and affairs of Oxford Life
] nsurance Company of Phoenix, Arizona, and to make a full and true report 1o
: me of the examinafion made by them of Oxford Life Insurance Comp any with

& caa o,

a full statement of the condition and operation o { the business and affairs of
Oxford Life Insurance Company with any other mformation as shall in their
% opinion be requisite to furmsh e a statement of the condition and operation of

1ts business and affairs and the manner in which it conducts its business,

_ The persons so appointed shall also have the power to administer oaths and
Lo examine any person concerning the business, conduct, or affairs of Oxford
Life Insurance Company.

IN TESTIMONY WHEREOF,

1 horeto set ooy bnd aned pause 10 be affised the Seal of wyy oifice. ]
Danie at the City of Springfictd, this £4 day of e Q005 E
% 4 e £ )
3 /ém&wg*’ T Ane R |
‘ Michael T, McRaith Direotur =



Illinois Department of Financial and Professional Regulation

Division of Insurance

PAT QUINN MICHAEL T. McRAITH
Director

Governor L
Division of Insurance

May 29, 2009

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Mr. Mark Haydukovich, President
Oxford Life Insurance Company
2721 North Central Avenue
Phoenix, Arizona 85004

Re:  Market Conduct Examination Report
Dear Mr. Haydukovich:

Pursuant to the Director's authority as provided under Article VIII 1/2. Section 131.21 and 132 and
Article XXIV, Sections 401, 402, 403 and 425 of the Illinois Insurance Code, a Market Conduct
Examination of your company was conducted by authorized representatives of the Division of Insurance
for period of March 2, 2009 through

March 27, 2009.

In accordance with Section 132(3) and Section 132(4), your copy of the report is enclosed. Section
132.5 affords a reasonable opportunity of not more than 30 days to make a written submission or
rebuttal with respect to any matters contained in the examination report.

As provided by Section 132(4) of the Illinois Insurance Code, you are hereby notified that you may
request a Hearing within ten (10) days after receipt of the above Report, with reference to facts and other
evidence contained therein, by giving the Director of Insurance written notice of such request together
with a statement of your objections.

IF NO WRITTEN SUBMISSION OR REBUTTAL IS RECEIVED WITHIN THE THIRTY (30) DAY
PERIOD, THE EXAMINATION WILL BE PROCESSED FOR FILING AS A PUBLIC DOCUMENT.

Very truly yours,

%QQH’ £ teheocdam lag

Scott Richardson, FLMI, ACS, AIE, AIAA
Acting Assistant Deputy Director
Market Conduct Section

SR:bw
Enclosure

320 W. Washington
Springfield, Hlinois 62767-0001

www.idfpr com



This Market Conduct Examination was conducted pursuant to Sections 5/132, 5/401,
5/402, 5/403 and 5/425 of the Illinois Insurance Code (215 ILCS 5/132, 5/401, 5/402,
5/403 and 5/425). It was conducted in accordance with standard procedures of the
Market Conduct Examination Section by duly qualified examiners of the Hllinois

Department of Insurance.

This report is divided into five parts. They are as follows: Summary, Background,
Methodology, Findings and Technical Appendices. All files reviewed were reviewed on
the basis of the files’ contents at the time of the examination. Unless otherwise noted, all
overcharges (underwriting) and/or underpayments (claims) were reimbursed during the

course of the examination.

No company, corporation, or individual shall use this report or any statement, excerpt,
portion, or section thereof for any advertising, marketing or solicitation purpose. Any
company, corporation or individual action contrary to the above shall be deemed a
violation of Section 149 of the Illinois Insurance Code (215 ILCS 5/ 149).

The Examiner-in-Charge was responsible for the conduct of this examination. The
Examiner-in-Charge did approve of each criticism contained herein and has sworn to the

accuracy of this report.

Scott Richardson
Acting Assistant Deputy Director
Market Conduct Section
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MARKET CONDUCT EXAMINATION REPORT

DATE OF EXAMINATION:

EXAMINATION OF:

LOCATION:

PERIOD COVERED

BY EXAMINATION:

EXAMINERS:

March 2, 2009 through March 27, 2009
Oxford Life Insurance Company

2800 North Central Avenue
Phoenix, AZ 85004

01-01-08 through 12-31-08 — Claims
01-01-07 through 02-27-09 — Complaints

Pat Hahn
Mike Hager
David Bradbury, Examiner in Charge
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SUMMARY

1.

b

10

The Company was criticized under 215 ILCS 5/224(1)(1) for failure to provide notice
to the insured’s beneficiary of the availability of interest payment due to delayed
claim processing.

The Company was criticized under 215 ILCS 5/224(1)(1) for failure to make interest
payments due to delayed processing.

The Company was criticized under 215 ILCS 5/224(2) for failure to provide the
existing insurer with the notice regarding replacement of life insurance within three
(3) working days after the date the replacement policy was issued.

The Company was criticized under 50 Ill. Adm. Code 919.70(a)(2) for failure to
provide the insured with a reasonable written explanation for delay beyond 45 days.

. The Company was criticized under 50 Ill. Adm. Code 919.50(a)(1) for failure to

provide the insured with the Notice of Availability of the Division of Insurance on the
claim denial letters.

The Company was criticized under 50 [1l. Adm. Code 917.60(b)(1) for failure to
obtain the required insurance producer’s signature on a Notice Regarding
Replacement of Life Insurance or Annuity.

The Company was criticized under 50 Ill. Adm. Code 917.70(c) for failure to provide
a buyer’s guide to the applicant within three (3) working days after receipt of the
application for life insurance or annuity.

The Company was criticized under 215 ILCS 5/234.1 for failure to disclose the other
available options for non-forfeiture in the notice to the policy owner/insured.

The Company was criticized under 50 IIl. Adm. Code 1405.40(c)(1) for policy
language providing an automatic non-forfeiture benefit instead of the required
positive elective basis.

- The Company was criticized under 50 1ll. Adm. Code 1405.30(c) for application

language providing an opt-out only clection instead of a specific election of an
automatic premium loan provision.
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BACKGROUND

Oxford Life Insurance Company (“Company™) was founded in 1965 in Arizona and is a
member of AMERCO, a publicly traded financial holding network. The Company
focuses upon providing life, annuity, and Medicare supplement insurance for the senior
market.

In 1997, the Company expanded by acquiring Encore Financial, Inc., a Wisconsin based
insurance holding company, which owns the stock of North American Insurance
Company (NAI), a company with an outstanding record as a third party administrator of
Medicare supplement insurance programs.

In 2000, Oxford Life Insurance Company expanded in the Medicare supplement market
with the acquisition of Christian Fidelity Life Insurance Company (Christian F idelity).

In early 2006, this growth in the senior market continued with Christian Fidelity’s
acquisition of Dallas General Insurance Company and its block of Medicare supplement
insurance in Texas.

B
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METHODOLOGY

The Market Conduct Examination places emphasis on evaluating an insurer’s system and
procedures used in dealing with insureds and claimants. The following categories are the
general areas examined:

1. Producer Licensing and Production Analysis
Policy Forms and Advertising Material Analysis
Non-Forfeiture Analysis

Claims

Consumer and Insurance Division Complaints

SJ).L\UJI‘\)

The review of these categories is accomplished through examination of producer files,
Medicare supplement application files, cash surrendered policy files, extended term and
reduced paid-up policy files, claim files, Insurance Division complaint files, policy forms
and advertising material. Each of these categories is examined for compliance with
Division regulations and applicable State laws.

The report concerns itself with improper practices performed with such frequency as to
indicate general business practices. Individual criticisms are identified and
communicated to the insurer, but not cited in the report if not indicative of a general
trend, except to the extent that there were underpayments in claim surveys or
undercharges and/or overcharges in underwriting surveys. The following methods were
used to obtain the required samples and to assure a methodical selection.

Producer Licensing and Production Analysis

Populations for the producer file reviews were determined by whether or not the
producers were licensed by the State of Illinois. New business listings were retrieved
from Company records selecting newly solicited insurance applications which reflected
Illinois addresses for the applicants.

Policy Forms and Advertising Material Analysis

The Company was requested to provide specimen copies of all policy forms and samples
of all advertising material in use during the survey period.



Non-Forfeiture Analysis

Listings were requested of all policies cash surrendered, placed on extended term
insurance status, or converted to reduced paid-up insurance during the period covered by
the examination. These listings were retrieved by a search of Illinois life policies which
cither lapsed for nonpayment of premium or were requested non-forfeiture option
conversions made by the policyholders.

Claim surveys were selected using the following criteria:

I. Paid Claims - Payment for a coverage made during the examination period.

Denied Claims - Denial of benefits for losses not covered by policy

provisions.

3. Individual or Franchise Claims - Determine whether the contracts were issued
on an individual or franchise basis.

o

All claims were reviewed for compliance with policy contracts and endorsements,
applicable sections of the Illinois Insurance Code (215 ILCS et seq.) and Illinois
Administrative Code (50 1ll. Adm. Code).

All median payment periods were measured from the date necessary proofs of loss were
received to the date of payment or denial to the insured or the beneficiary.

The examination period for the claims review was January 1, 2008 through December 31,
2008.

Consumer and Insurance Division Complaints

The Company was requested to provide all files relating to complaints which had been
received via the Division as well as those received directly by the Company from the
insureds or his/her representative. A copy of the Company’s complaint register was also
reviewed.

Median periods were measured from the date of notification of the complaint to the date
of response to the Division.

The examination period for Division complaints was January 1, 2007 through February
27, 2009.



SELECTION OF SAMPLE

Survey Population

CLAIMS ANALYSIS

Paid Individual Life

Denied Individual Life

Paid Credit Life

Paid Medicare Supplement
Denied Medicare Supplement
Annuity Death Settlements

UNDERWRITING

Declined Life Applications
Replacements

NON-FORFEITURE ANALYSIS

Life Cash Surrenders
Extended Term Ins/Reduced Paid-Up

COMPLAINTS

Division of Insurance Complaints
Consumer Complaints

POLICY FORMS & ADVERTISING
Policy Forms
PRODUCERS ANALYSIS

Producers

o

16

57 Producers
650 Policies

57 Producers
650 Policies

Reviewed % Reviewed
16 100
13 100

2 100
55 9
25 100

3 100
29 100
48 100
23 100

1 100

4 100

2 100
16 100



IV.

FINDINGS

A. Claims Analysis

1.

Paid Individual Life

A review of 16 paid life claims produced three (3) criticisms. One (1) general
criticism was written under 215 ILCS 5/224(1)(1) for failure to provide notice to
the insured’s beneficiary of the availability of interest payment due to delayed
claim processing for all the claim files reviewed. A general criticism was
written under 50 I1l. Adm. Code 919.70(a)(2) for failure to provide the insured
with a reasonable written explanation for delay beyond 45 days. The purpose of
this Section of the Administrative Code is to inform claimants with delayed
claims that the Illinois Division of Insurance is available to assist consumers.
Letters were sent periodically but none contained the required Notice of
Availability of the Division of Insurance. None qualified as delay letters
because this required notice was absent. One (1) individual criticism was
written under 215 ILCS 5/224(1)(1) for an interest underpayment in the amount
of $12.89.

The median for payment was nine (9) days.
Denied Individual Life

A review of 13 denied individual life claims produced three (3) general
criticisms. A general criticism was written under 50 I1l. Adm. Code
919.50(a)(1) for failure to include Notice of Availability of the Division of
Insurance on the denial letters for all of the claim files reviewed. A second
general criticism was written under 50 1ll. Adm. Code 919.70(a)(2) for failure to
provide the insured with a reasonable written explanation for delay beyond 45
days for all of the claim files reviewed. The purpose of this Section of the
Administrative Code is to inform claimants with delayed claims that the Illinois
Division of Insurance is available to assist consumers. Letters were sent
periodically but none contained the required Notice of Availability of the
Division of Insurance. None of the letters qualified as delay letters because this
required notice was absent. A third general criticism was written under 215
ILCS 5/224(1)(1) for failure to provide notice to the insured’s beneficiary of the
availability of interest payment due to delayed claim processing for all of files
reviewed.

The median for denial was 25 days.



3. Paid Credit Life
A review of two (2) paid credit life claims produced no criticisms,
The median for payment could not be established.

4. Paid Medicare Supplement
A review of 55 paid Medicare supplement claim files produced no criticisms.
The median for payment was one (1) day.

5. Denied Medicare Supplement
A review of 25 denied Medicare supplement claim files produced one (1)
criticism. A general criticism was written under 50 I1l. Adm. Code 919.50(a)(1)
for failure to provide the insured with notice of availability of the Division of
Insurance on the denial letters.
The median for denial was one (1) day.

6. Annuity Death Settlements

A review of three (3) annuity death settlements claim files produced no
criticisms.

The median for payment could not be established.
B. Underwriting
1. Declined Lifc Applications
A review of 29 declined life applications produced no criticisms.

The median for the declined applications was eight (8) days.



Replacements

A review of 48 replacement claim files produced three (3) general criticisms.
One (1) general criticism was written under 50 I1l. Adm. Code 917.60(b)}(1) for
failure to obtain the required insurance producer’s signature on a Notice
Regarding Replacement of Life Insurance or Annuity. A second general
criticism was written under 50 Ill. Adm. Code 917.70(c) for failure to provide
the buyers guide to the applicant within three (3) working days after receipt of
the application for life insurance or annuities. A third general criticism was
written under 215 ILCS 5/224(2) for failure to send the replacement notices
within three (3) working days of the policy issue.

C. Non-Forfeiture Analysis

1.

Life Cash Surrenders

A review of 23 life cash surrendered files produced no criticisms.

The median for processing the surrenders was five (5) days.

Extended Term Insurance/Reduced Paid-Up (ETI/RPU)

A review of one (1) ETV/RPU file produced one (1) criticism. A general
criticism was written under 215 ILCS 5/234.1 for failure to disclose all available
options for non-forfeiture to the policy owner. No letter was sent to the policy

owner,

The median for enactment could not be established.

D. Complaints

1.

o

Division of Insurance Complaints

A review of four (4) Division of Insurance Complaint files produced no
criticisms.

The median for response to the Division of Insurance could not be established.
Consumer Complaints
A review of two (2) consumer complaint files produced no criticisms.

The median for response to the consumer could not be established.



E. Policy Forms and Advertising
1. Policy Forms

A review of the 16 policy and application forms in use resulted in two (2)
individual criticisms. Two (2) policy forms were criticized under 50 111, Adm.
Code 1405.40(c)(1) for providing an automatic non-forfeiture benefit instead of
the required positive elective basis. One (1) application form was criticized
under 50 . Adm. Code 1405.30(¢) for providing an opt-out only election
instead of a specific election of an automatic premium loan provision.

F. Producer Analysis
1. Producer Licensing

A review of 57 producer licenses and 650 associated first year commissions
produced no criticisms.



V. APPENDICES



Department of Financial and Professional Regulation
Division of Insurance

STATE OF ILLINOIS g
85
COUNTY OF SANGAMON )

David Bradbury, being first duly sworn upon his oath, deposes and says:

That he is an examiner employed by the Division of Insurance of the
State of Hinois;

That an examination was made of the affairs of Oxford Life Insurance
Company of Phoenix, Arizona, a foreign stock company, organized and
authorizéd under the laws of the State of Arizona, purstant 1o authority
;"ff?ﬁm} in the Warrant issued by the Director of Insurance of the State of
Hinois;

That he was the Examiner-in-Charge of said examination and the
attached report of examination is a true and complete report of the
activities of the above named company, concerning the claim
practices and gm{:@dgm& rating, underwriting and marketing

Tactices as o M le, 71 o as determined
y the examiners,

§ %
ix
. § P

“Examinér-Tn-Charge

3

f%qi}xc;*zb;;é zwgf sworn to before me *
this 247  day ol i .
A 2005 ‘

" OREIGIAL SEAL
Notary Public §,47 COMMSSIOn EXPRES 1122013

Fipg U
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